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Five especially prepared persons and a leader a 
develop this discussion. Each of the five shou 
on one of the five sub-topics in this discussio 
the questions at the beginning of the sub-topic 
material which follows. If possible references: 
obtained and studied also. The five especially jprepared persons, 
sometimes called "team members", should be read PONG--AR = a. 
formally when their topics are introduced by the leader. This 

does not mean that the five should make speeches, but that they 
should start the discussion by outlining the high points, as they 
see them, in the topic under consideration. It is also their 

job to know the facts on their particular topic so that the general 
discussion may not go astray. They are, in other words, "discussion 
starters", and "discussion anchors", to get talk started and to 

keep it from running wild away from the facts. 
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The five subjects under "Can the Farmer Produce Freely While Industry Plows Up?" 
are as follows: 


I. Agricultural Sickness is Infectious 
II. Industrial Depression Hits the Farmer 
fit. ' Tudustry Plows) Up 
IV. Agriculture Reduces 
V. Further Farm Recovery Depends on Industrial Recovery 


REPRRENCHES 


Underconsumption of Goods - A Challenge to the Nation -- by Chester C. Davis, 
Agricultural Adjustment Administration, Washington, D. C.- 

The Problem of Long—Time Agricultural Adjustment -- by H. R. Tolley’, 
Agricultural Adjustment Administration, Washington, D. OC. 


How AAA Benefits Manufacturing Region -- by M. L. Wilson, Assistant Secretary 
of Agriculture, Washington, D. C. 

The Farmers! Part in Progress —- by Chester C. Davis, Agricultural 
Adjustment Administration, Washington, D. O. 

Report of the Secretary of Agriculture, 1934 -- U. 5S. Department of Agri- 
culture, Washington, D. C. (10¢) 

America Must Choose Her Course in Foreign Trade —- Southwestern Office, 
Division of Information, AAA, College Station, Texas. 

The Housewife and the AAA -- Southwestern Office, Division of Information, 
AAA, College Station, Texas. 

The Need for a Flexible Industrial Price Policy -- loute H. Bean, Agricul 


turel Adjustment Administration, Washington, D. OC. 

The AAA as a Recovery Measure, a radio debate between Dr. Joseph S. Davis and 
Mr. Charles J. Brand, presumably may be obtained from the Brookings 
Institution, Washington, D. C. 
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Prepared by the Southwestern Office, Division of Information, College Station, Tex. 
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CAN THE FARMER PRODUCE FREELY WHILH INDUSTRY PLOWS UP? 


TOPIC I. Agricultural Sickness Is Infectious 
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In the 100-year period from 1830 to 1930 how did the growth 


of American industry stimulate agriculture? 
How and why did American farm exports develop? 


Why was the American farmer able to produce to capacity 
during this period? 


Give some of the causes of the sickened condition of 
agriculture after 19307 


What caused the loss of the farmer's market after the Wart 


What policy of the United States temporarily saved the 
farmer's foreign market in the period from 192 towlgest 


What two special advantages did the American farmer have 
in competing with Huropean farmers? How did he lose these 
advantages? 


What policy of the United States made it increasingly aifii= 


cult for Europe to sell us goods and for us to sell her 
farm products? 


What happened to the farmer's dollar from 1930 to 19337 


What were the results ofthe widening gap between farm 
income and industrial prices, taxes, eucel 


How did the condition of the farmer affect industry? Why? 


What large financial institutions in the U. S. were especi 
endangered by the farmer's desperate condition? 


America Grows Up 


In the span of 100 years American farmers swarm 


ally 


ed westward over America, 


felled its forests and broke its prairies to make homes for themselves and to 
furnish the world the sinews of industry: cheap food and raw materials. 
the time of expansion. The industrial revolution took manufacture from the homes 


and centered it in factories. 


production. 


of the American West gave access to the c 
world. The American farmer mined his soil resources 


It was 


Man began to learn some of the secrets of big-scale 


Steamships and railroads helped to make this possible by enabling 
manufacturers to reach all parts of the world for raw materials. The settlement 


heapest food in the history of the 
to keep pace with the 


growth of industry. World trade multiplied nearly 35 times from 1830 to 1930. 


American industry grew with Huropean. 
population; free immigration swelled the American population; 


American cities multiplied and grew in 
the farmer found 
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no lack of mouths to feed. Prices were not always satisfactory, and the nation 
would occasionally over-reach itself and drop into depression, but these meant 
little to bouyant, youthful America. In free land there was always a safety 
valve. Agriculture had its growing pains, but was strong and healthy. 


Some of the Causes of Sickness 


After one last burst of adolescent enthusiasm caused by the War, aericul= 
ture contracted a sickmess. Doctors disagree on the causes, but Little on, the 
symptoms. The boom of war days caused farmers to plow up 4C million acres Om 
grass land. High prices resulted in land booms. Land values went up. Mortgage 
indebtedness multiplied nearly 2 1/2 times from 1910 to 1920. America changed over- 
night from a low cost of production to a high cost of production farm country. 


The farmer went in for tractors after the war. Automobiles replaced horses. 
Thirty-five million acres of land that produced food for farm workstock before 
the War were no longer needed for this purpose, put they continued to be planted 
nevertheless. 


Immigration was restricted in 1922. The birth rate in. America began falling 
rapidly. Population continued to increase, but more slowly. At last there seemed 
to be limits to the farmer's American markets. 


The farmer had always exoorted large quantities of products to Europe be- 
cause he could produce more cheaply than European farmers and because America owed 
Europe debts which were paid in part by shipping cheap farm stuffs abroad. When 
the War was over the American farmer didn't have cheap foodstuffs to ship any more, 
he had become a high-cost-of-production farmer. Besides, America no longer owed 
Europe money. Instead Hurope owed America a great deal of money. The farmer's 
export market was in serious danger, especially since Europe, with the recent War 
in mind, began trying her hand at living at home. What foreign foodstuffs she 
needed she could buy cheaper from Australia, Canada, and Argentina--expanding farm 
countries with low cost of production. On top of all this, America put up Her 
tariffs, which meant that it became harder for Europe to sell us goods and corres— 
pondingly harder for us to sell her farm stuffs. 


Bre top of ail has other troubles--high-priced land, expanded farm plans, 
restricted horse and human population--the American farmer faced the loss of his 
export markets in 1920. These exports had formerly absorbed about 17 percent of 
his total production. One act saved him temporarily. Americans, through private 
interests, increased investments in foreign properties and securities--an increase 
ay eae 3/4 billion dollars from 1921 to 1928. Part of this money was used to buy 
American farm products. Farm exports did not break until these loans stopped, 
American tariffs were "upped" again, and Burope and the world had expanded farm 
production until American farm stuffs were no longer needed so much. 


The Symptoms 


Farm prices broke sharply in 1930 and continued downward through 1932. The 
buying power of the farmer's product, taking its pre-war purohasing power as HOG, 
got down to 55 percent in March, 1933. The farmer's debts were at a high level. 
His taxes under an industrial regime had steadily mounted until they were more than 
twice as high as before the War--yet his dollar would buy half as much. No wonder 
that one farmer out of ten lost his farm from 1930 to 1933. 
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The Infection Spreads 


One-fourth of America's population ts on the fdrmsi First the sickness 
spread to the merchants in the small towns, and then 4t went on to the populous 
industrial centers. Already those places were sick, now they became more violently 
411. At the depth of the depression four million men walked the streets because 
farmers could no longer buy. Farm income in 1932 was less!*than half what it had 
been in 1929. Business failures multiplied; 1,705 banks in towns of less than 
5,C0O population failed in 1931; in.1932, 1,129 more followed. As farms were 
foreclosed and farm income dried up, the assets of banks and life insurance com 
panies were endangered. Every life insurance policy in America was threatened as 
agricultural sickness pervaded the land. 


Americans should have learned then and there that the farmer is more than 
a pawn producing cheap food and raw materials; and that a substantial part of 
America's prosperity is bound up in her farms. 
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CAN THE FARMER PRODUCE FREELY WHILE INDUSTRY PLOWS UP? 


TOPIC II. Industrial Depression Hits the Farmer 


1. Is there any relation between the welfare of farmers and 
the welfare of town and city dwellers? How does farm 
income compare with factory payrolls? 


2. What was the farmer's share of the amount paid by consumers 
for farm products in 1928? In 1932? Why the difference? 


3, How does this compare with the shrinkage in the share 
received by distributors and processors? 


4. How much land did it require to produce food for America in 
1925 to 19297 How much did it require in URS yaratoron | 


5. How much land did it require to produce non-food products 
for American industry in 1925-19297 How much in 1932-337 


6. Was this excess land taken out of production? 


™, What effect have restricted immigration and declining 
birthrate had on the farmer's market? 


8, What effect did the industrial depression have on the 
migration of farm people to the cities in 1930? Has 
this had any effect on the agricultural situation? 


Farm Income and Wages Go Hand in Hand 


No group in society can live independently of other groups. What one group 
does affects the others. America's depression fever, it has been shown, was partly 
caused and greatly aggravated by agriculture's sickness. In the same way, the 
farmer depends to no small degree on.,his fellow American in town. 


How closely farm and town »rosperity keep step together may be seen by noting 
farm income and factory payrolls. They go up and down together. There may be 
debate as to which is cause and which effect, but there is no doubt that they follow 
similar trends. In fact, total farm income and total factory payrolls are prac-— 
tically equal every year. 


Farmer's Share of Consumer's Dollar Shrinks 

The cost of distribution of food from farmer to consumer has mounted rapidly 
in the last 20 years. During the War distributors! and processors! margins in- 
creased enormously. They bulged all along the line; and in the industrial boom 
that followed the War this bulge did not come down, but often grew larger. Ine LolS 
the farmer got 56.5 cents of each dollar spent by city consumers for ten leading 
food products; in 1929 he got BO.1 cents of it: in 1934 he got about 38.5 cents. 
Distribution costs are usually more fixed and less elastic than the cost of raw 
products. For that reason the farmer suffered unduly when food and clothing prices 
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went down. For instance, when the share of bread pridés received by bakers, 
millers, railways and wholesale and retail stores dropned 15 percent from 1928 to 
1932, the share received by the farmer dropped 65 percent. 


Consumption of Farm Products Decreases 


From 1925-1929 it required about 287 million acres of land to produce food 
for the American people. During the depression years people bought less, and 281 
million acres was enough to produce all they would buy, even at very low prices. 
In 1925-1929 American industries used the non-food products (cotton, tobacco, etc.) 
from 25 million acres. In 19232-1933 it required only an estimated 20 million acres 
to produce for the needs of industry. In other words, the farmer's own American 
market failed to buy the products it had previously been buying from 5 million acres 
of land. The products from about 20 million more acres were no longer needed in the 
export trade. Yet all this land continued to produce to swell surpluses unsaleable 
even at very low prices. Industrial depression in America hit the farmer a blow, 
while, at the same time, he lost much of his foreign markets . 


Restricted Immigration Hurt Farmers 


America decided after the War to shut off immigration to a large extent. 
Among other reasons for this, it was done to protect the American wage earner. 
Without questioning the wisdom of this decision, it has had its effect in making 
44 difficult for the farmer to sell all he can produce at a fate pruce. 


Decline in Birthrate Affects Farmer 


The birthrate in America has been going down for more than 100 years but 
has now reached a point where it is scarcely high enough to maintain permanently 
the present population. There are considerably fewer children under five years 
of age in America than in 193C. It is estimated we now have about 125 million 
people--by 1940 we shall probably have no more than 1Z0rmul Lions, and (oy, 1959 
probably no more than 135 millions. By 1950 it is estimated that we shall have 
reached our peak in numbers and soon after a decline is likely to set in. 


Contrast this with the period since the Civil War when due to births and 
immigration our population increased more than 10 millions every 10 years. Birth- 
rates are said to decline in all industrial societies, but regardless of cause, 
the farmer cannot look forward to a population growing fast enough to match his 
ability to increase food production. Again the farmer is profoundly affected by 
industry and the habits of his fellow Americans living in cities. 


ity People Turn to the Land 


The famous migration from farm to city which has been a cause of concern 
to many Americans for the last 50 years, reversed itself in 1930 as industrial 
depression struck. for several years farm population has been growing to the extent 
of several millions of persons who have turned hopefully to the farm as a means of 
living through the depression. Few would begrudge city dwellers desperately pressed 
the opportunity to work out their salvation on the land, either individually or 
through the help of subsistence homesteads and similar organized movements, yet 
thie hae its effect on the farmer. If it has not aggravated the farm problem of 
surpluses, it has at least been of no help in solving it. Industry either could not 
or would not take care of the people it plowed up and turned loose on society. 
Willingly or unwillingly, agriculture accepted them, and again the farmer found 
his fortunes influenced by industry. 
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CAN TUE FARMER PRODUCE FREOLY WHILE INDUSTRY PLOWS UP? 
TOPIC Ill. Industry Plows Up 


1. What common practice did industry resort to from 19c9 
to 19%e to take care of reduced demand for its products? 
How did the percentage of decrease in industrial prices 
during that period compare with the percentage of decrease 
in production’ 


2. How has this plow-up of industrial production been 
financed? 


3. What has been the effect of tne industrial plow-up on 
the American farmer? 


4. Compare the decrease in industrial prices and production 
during the years 1929 to the spring of 1933 with the 
decrease of agricultural prices and production for the 
same period. 


5, What. effect did this unbalanced condition have upon the 
farmer's buying power? 


6. Why did the farmer's desperate effort to keep on buying 
as much as ne had before, only tend to lower prices of LTarm 
products? 


7. How many bales of cotton did it take to buy a double wagon 
ree oy aes cit 


8. How many bushels of wheat did it take to buy a double wagon 
ci aly aus Fever ise ales Deny 


Extent of the Plow U 


While the farmer was playing Santa Claus to the American people from 
1930 to 1932, industry was staging a magnificent plow-up. Industrial production 
was reduced 59 percent from 1929 to 193c. Capital and labor resources were plowed 
under on a grand scale in order to keep prices and dividends wp. Prices held 
16 percent during this period. This procedure, which agriculture copied from 
industry, is a common practice in manufacturinge Indeed, it is considered un— 
businesslike to produce more than the market will absorb at fair prices. 


Industrial Reduction and Prices 


1929-1932 
Industry Reduction in Reduction 
Production in Price 
Farm Implements S0% Ag 
Motor Vehicles 50% 1A% 
Iron and Steel S3% CO% 
Construction 60% plus 16 
Cement b5% 18% 


Auto Tires 70% 33% 
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Financing the Industrial Plow-Up 


A great deal has been said about taxing the American people to finance 
the reduction in agricultural production. How has the industrial plow-up been 
financed? In several wayse More than 10 millicn men were plowed under-—turned 
out, to make their way the best they could. They paid a large part of. the price 
for the plow-up in the form of exhausting their savings, lowering their standards 
of living, and in acute suffering. Industry paid a part of it by having nev 
income dwindle. The United States Government is financing a very large part of 
it by spending billions in relief, The labor that industry couldn't pay because 
production was plowed up is now largely paid by the American people as a whole 
through additions to the public debt which some day will have to be paid from 
taxation. 


In view of these facts it seems unjust to censure the farmer for reducing 
unless one also censures industry. Manufacturers thought it necessary to reduce 
production regardless of social consequences: because of this plow-up in industry 
the farmer found it suicidal to produce as usual. He was being torn limb from 
limb between a high price level for the things he had to buy and his own low 
price level. 


Hifect of Industrial Plow-Up on Farmer 


When industry reduced so sharply men were thrown out of work and wages 
were reduced for the remainder. Buying power of wage earners was reduced, and 
the farmer's market was injured. The purchases by industry of the farmer's non- 
food products like cotton declined.e These two factors combined cut off the market 
for the products of 5 million acres of land. That land continued to produce, 
however, and added to the growing farm surplus. The surplus forced down prices 
beyond hope of recovery except after a very long depression. 


While industry reduced production 59 percent and kept up prices within 
about 16 percent of what they had been in 1929, the farmer reduced production for 
sale only 6 percent from 1929 to 1932. His prices dropped 63 percent. 


This high level of manufactured prices and the low level of farm prices 
put the farmer in a bad hole and dislocated the whole national economic machine. 
The farmer's distress was reflected in his reduced buying power. His dollar 
would buy only half as much as before.the WAn.:. In.a wain-rattempt to keep on 
buying as much as ever he frantically tried to produce twice as much. If it 
took two bushels of wheat to buy what one bushel formerly bought, then all the 
farmer could do, alone and unaided, was to try to produce two bushels of wheat 
instead of one. That effort to keep up buying power only made matters worse for 
him because the tendency to increase production swelled surpluses and depressed 
prices of farm products still lower, 


In 1922-1923, when cotton sold for 22.6 cents per pound the farmer could 
trade .66 of a bale of cotton for a double wagon. In 1931-1932, when cotton sold 
for 5.7 cents per pound it required 3.9 bales of cotton for the farmer to make 
a trade for a double wagon. Wheat in 1922 1/ sold for 96.6 cents 2/ per bushel 
and 124.6 bushels would buy a double wagone In 1932 1/ wheat was priced on the 


1/ Year beginning July 1. 
2/ Weighted average farm price. 
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average farm price. 
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: CAN THE FARMER PRODUCE FREELY WHILs INDUSTRY PLOWS UP? 
TOPIC IV. Agriculture Reduces 


1. What was the farmer's condition immediately following 
the War, with reference to foreign markets? What was 
his general condition? 


2, How much has farm production been reduced since 1942? 
How does it compare with 19c9? 


3. What reductions have been made in cotton, wheat, corn, 
and hogs since 1932 and what effect have these reduc- 
tions had on prices of these products? On farm income? 


Ue Has the improvement in farm prices, farm buying power, 
and total farm income been entirely due to AAA programs? 


5. What was the total farm income in Poser in Uoad 
6. How did 1932 farm prices compare with those of 19¢9% 


7. Has the buying power of the farmer's dollar increased 
as much ag the prices of the things he buys? 


%. How much of the reduction in crops in 1934 was due to 
the drought? How much was due to adjustment programs? 


Oe gs there any advantage in reduction by adjustment over 
reduction by drought? If so, what advantage? 


10. What would have happened in Americana griculture if there 
had been no adjustment program in 1934? 


11. Just what effects do you think the drought has had on 
the general agricultural situation? : 


Farm Production Before AAA 


With fairly steady foreign markets after the War, and with increases in 
farm production just about keeping pace with population increases and increased 
industrial uses of farm products, the farmer was not in acute distress. He was 
not well off, however, and was headed for an eventual smash-up due to heavy debts, 
increasing taxation, and other factors. As an individual he could do many things 
to maintain a fair business, chiefly by cutting costs of production through better 
farming. But he was always at the mercy of glutted markets. However efficient 
he might be he couldn't stand up under 4/-cent wheat, 5-cent cotton and $2.50 hogs. 


From 1929 to 1932 farm production for sale was cut 6 percent. Prices 
dropped 63 percent. Buying power dropped nearly 50 percent. 


Reduction under AAA 
Since 1932 farm production .as been reduced about 5 percent and is about 


10 percent less than it was in 1929.. This) is: for production as a whole. The 
reduction has been much greater than this in several products. Reduction has 
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been due to both drought and adjustment programs. 


Cotton acreage was cut from about 39.1 million acres in 1941 to about 28.4 
million acres in 19344. Production fell from 13,001,000 bales in 1932-1933 to about 
9,731,000 bales in 1934. 1/ Frices rose from 6.5 cents per yonnd in LG5 CANOGA Rag 
about 12.6 cents in 1934, due to dollar devaluation andé. reduced supplies. Total 
cotton income was $483,912,000 in 1932; in 1934 it was about $371, 420,000, includ- 
ing benefit payments of $115,000,000. 


Harvested wheat acreage in 1932 was 5/ million acres. Through AAA programs 
and other causes it was down to 4Ye million acres in 1934. Total wheat production 
was 745,788,000 bushels. 2/ in 1932; in 1934 it was 496,469,000 bushels. Prices 
climbed from 37.9 cents 3/ in 1932 to $79 cents y/ per bushel in POR TO 
cash income from wheat in 1932 was about 195 million dollars. In 1933), including 
benefit payments, it was about 366 million dollars; in 1934, including benefit 
payments, it is estimated at about 362 million dollars. 


Corn acreage and production in 1932 were, respectively, 108,668,000 acres 
and 2,906,873,000 bushelse In 1934, due in large part to drought the acreage 
was 92,526,000 acres and production 1,380,000, 000 bushels. United States farm 
prices rose from 28.1 cents per bushel in 1932 to 61.3 cents per bushel in 1934. 


Corn was under cooperative farmer control in AAA programs mostly because 
hog production could not be effected without also controlling corn production, 
otherwise there would be too much corn for a reduced number of hogse On January 1, 
1933, we had about 61,598,000 hogs (including pigs) on farmse Natural liquidation 
followed by the hog buying and then the hog adjustment program reduced these num- 
bers to about 37 million on January 1, 1935. Prices climbed up f rom $3 47 per 
hundred in 1932 to $4.25 per hundred in 1644.) Saeh income from nogs.i0 1932 was 
$439,536,000; in 1934 it is estimated at $497,000,000. To this must be added 
159 million dollars in benefit payments in 1934. 


Farm prices, farm buying power, and total farm income have increased since 
1932. It has not all been due to AAA programs, but it is difficultimtoseepnc, 
farmers could have had their loads eased much without some brake on production 
to halt the growth of surpluses, and without some kind of benefit payments to 
help restore the balance between farming and industry. 


Total farm income in 1932 was $4,328,000,000, in 1933 it was $5 051,000,000 
and in 1934 it was estimated at $6,000,000,000. The latter two years include 
benefit payments. 


Wholesale prices of farm products in 193e were half what they were in 1929. 
They were 60 percent of the 1929 prices in the year 1934. 


If Pirst six months 

2/ Revised December 1934 

3/ Weighted average for the crop year 1932-33. 

u/ Weighted average of July 1934 to February 1935 (8 months). 


‘Effect of the Drought 


The farmer took in considerably more money iy 1934 than in 1932 and his 
money would buy comsiderably more than it would in 1932. This happy improve- 
ment, some say, is due to drought and not to AAA. What are the Gane Drought 


reduced cotton production in 1934 by an estimate 964,769 bales; — adjustment 


programs reduced production by 5,148,772 baleace Corn is estimated to have 


Ween cut almost 1,000,000,000 bushels by drought below 1932-1933 average, and 
200,000,000 bushels by adjustment. 


No one denies that drought is an effective surplus remover, put 2b docs 
not reduce evenly, and it distributes no benefit payments. Drought is cruel, 
and drought experiences are bitter. Where would the farmer have been in 1934 
with a drought and no adjustment programs?’ (it is safe to say he would have 
had lower prices, lower total income and lower buying power-—how much lower 
$4 is difficult to say. In the heart of the drought country he would have had 
no income at all, no price,no buying power whatever. He would have been ruined, 
and most of the folks in town along with him. Some think this would have been 
a good thing for the country in the long run, though hard on the ruined indi- 
vidual. The AAA philosophy calls for crop insurance, distributed through 
benefit payments earned by cooperating to improve agriculture and the nation 
as a whole. 


Had there been a drought without the adjustment programs in effect, the 
shortage of grain and hay per enimal consuming unit would have been greater 
than it actually was. kmergency forage crops were permitted on the Lam LEvor 
acres of corn lend kept out of corn production through the 1934 corn-hog pro- 
grem.. This largely offset the volume of about 200 million bushels of corn 
that could have been produced on this contracted acreage at the average drought 
yields. In addition, a Large volume of feed was also produced on the Lorem i tien 
contracted acres of cotton land, the 8 million contracted acres of wheat land 
and the 500,000 contracted acres of tobacco land. 


Adjustment in livestock numbers further eased the drain on hay and feed 
grain supplies under drought conditions. The emergency Slaughter of more than 
6 million unfattened pigs in the fall of 1933 "saved" for later use in the 
neighborhood of 60 to 75 million bushels of corn. By effectuating an ad jus t— 
ment in hog farrowings in sdvence of the drought and in addition to the moderate 
reduction that might otherwise have taken place, the 1954 corn-hog program, 
which followed the emergency buying, helped prepare farmers for the drought 
shortage and reduced their hog feed requirements by an equivalent of at least 
200 million bushels of corn. The drought-relief purchase of cattle by the 
Government in 1934 also served to reduce corn requirements during the present 


1/ 478-1b. bales; 5-year average yield per acre 1928-29 to 1932-33 was 173.8 
pounds per acre. The 1934 average yield per acre was 169.2 pounds. While 
the drought materially reduced the yields per acre in the western part of 
the Cotton Belt, yields per acre were materially above average in the eastern 
part of the Cotton Belt. 
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feeding season, to the extent, perhaps, of between 10 and 20 million bushels 
CL coOrn, 


The Government's corn loan program in the fall of 1933 served furvne yr GO 
lessen the amount of corn and other feed used when supplies were plentiful and 
thus to increase the emount which was available after the drought. Because it 
involved the temporary sealing of about 270,000,000 bushels of corn, the loan 
program encouraged’ more conservative feeding during the winter that followed. 
The conservative feeding induced by this measure may have "saved" as much as 
Pomillion bushels of corn for Later use. 
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CAN THE FARMER PRODUCE FREELY WHILE INDUSTRY PLOWS UP? 


TOPIC V. Further Farm Recovery Depends on Industrial Recovery 


1. Whet is the difference between industrial end agricultural 
production? 


2. What advantage does the elasticity of demand for industrial 
products give industry over agriculture? 


3. What is the result of increased production by farmers? 
Who get the benefit from increased farm production? 


4. Do you think farmers should receive one-fourth of the 
nationel income? If not, what would you consider a 
fair share? 


5. What is meant by "parity"? 


6. Do you think further reduction in agricultural production 
is necessary to bring farm prices, income, and buying 
power back to parity? 


7, If not, then do you think America should return to un- 
restricted production? 


8. Or do you think some form of agricultural adjustment will 
be needed to bring the farmer's standard of living up to 
where it should be? 


9, How cen farmers hold the gains they have made through 
AAA programs? 


Difference Between Industrial and Agricultural Production 


In general the demand for manufactured products is elastic. That is a 
short way of ssying that people can use lots more menufactured goods than they 
buy, and that they would buy lots more if they had the money. There are limits, 
of course, to how many automobiles, pianos, dresses, diamond rings, alarm clocks 
end the like that folks will buy, even if they have the money. Within reason- 
able limits, however, the public would buy many more manufactured goods than is 
now the case. There is a tremendous home market in America for manufactured 
goods if people only have the purchasing power. 


The same does not hold true of farm products. Demand for farm products 
is in general inelastic. That means that consumption can be increased only 
within certain limits. The human stomach is limited in what it can holds, yh 
men may be ever so rich but he cen't eat any more ham end eggs than a poor 
laborer, probably not as much. Given plenty of money people will spend more 
for food but it will not be so much for increased quantity as form tencier iced 
and food of better quality. They will probably eat less wheat and more fruit; 
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and less pork and more chicken. In general, people tend to consume about the 
same total amount of food every year. Not even prices that all but ruined 
farmers in 1930-1932 could tempt Americans to eat more. 


This general difference between industry and agriculture is important. 
It suggests thet industry is in a much better position to produce freely than 
is the farmer. If industry produces at full capacity and puts everybody to 
work markets are assured for manufactures if prices are reduced some. Probably 
the net incomes of industry would increase. This is indicated by recent ex- 
periences. Industry had cut production to 41 percent of the 1929 level in 1932. 
The net income of 163 corporations changed into a deficit of Al millionsvot 
dollars. In 1933 industry increased production to 52 percent of the 1929 level, 
increased prices only slightly, and the deficit changed to a net income for 
the seme group of corporations of 128 millions. There is reason to believe that 
for the sake of its own dividends industry would do well to abandon plow-—ups 
since it has an almost unlimited American market for its goods. 


Individuals in industry are not to blame. The fault lies with the pre- 
mium which industry in general places upon the economy of scarcity. Agriculture 
has taken steps toward attaining balanced abundance. But this goal cannot be 
achieved until united industry aims toward the same objective. 


Since there is a fairly definite limit to the size of the human stomach 
all the farmer gets from increasing production is a much lower price and the 
privilege of helping the middleman, Middlemen like the big-farm-production 
idea beaause their margins tend to stay about the same and they profit by a 
larger vnlume of business. Few would argue for reduced agricultural production 
aS a permanent policy, but on the other nand the farmer can't look forward to 
an expanding market for his products unless he can sell more abroad or unless 
population increases a lot faster than at present or unless new industrial uses 
are found for certain farm products. 


Industry can expand production with profit and won't; agriculture can't 
expand production with profit and will. 


How Much Does the Farmer Deserve? 


Everyone will agree that all should get a fair price or return or in- 
come, but few will agree on what "fair" 4s in any given case. How much of the 
national income should farmers receive? They form one-fourth of the population. 
Should they receive one-fourth the income? They never have. In the boom days 
of 1919 farmers got about 1 dollar out of 5 in the national income. Their share 
declined until in 1932 they received about 1 dollar out of 14. In 19384 farmers 
probably received about 1 dollar out of 10, including benefit payments. What 
the share should be nobody knows, but everyone would agree that it was too low 
jin 1932, and most would agree that it is still too low. 


The AAA has set up a rough,- practical formula for decidingean woe 
interests of society what "fair" price is for farmers. The Agricultural Adjust- 
ment Act states that adjustments of production and benefit payments may be con- 
tinued until the purchasing power of the farmer's dollar is equal to what it 
was before the War (1909-1914), and until the farmer is getting as large a 
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Share of the consumer's dollar as he received before the War. The purchasing 


power of the farmer's product in March 1935 was 84 percent of pre-war purchas- 


ing power, aS compared with 55 percent in March 1933. It was Ya percent in 

the case of cotton; 76 percent in the case of wheat; and 88 percent in the case 
of hogs. The farmer in February 1935 received 45.6 cents out of the consumer's 
dollar. Before the War, in 1913, he received 56.5 cents @£° it. ‘There ts still 
room for improvement. | 


Further Reduction Won't Help Farmer Much 


Drought and AAA have made substantial reductions in surpluses. Farm 
prices, income and buying power have been helped considerably. Farmers are 
not back to "parity" prices, however. Will sharper reductions the next few 
years turn the trick? In the opinion of the Agricultural Adjustment Adminis— 
tration the answer is, "No". If production is kept from increasing from 
present levels (drought excluded) it is believed that the remainder of price 
and income and purchasing power improvement must come from industrial recovery..« 
AAA has no thought of helping the farmer exploit the American people by creat- 
ing scarcity prices. There is no real searcity of farm products as measured 
by effective demand. Gluts have simply been cnanged into more nearly normal 
supplies. No one should object to this. To carry reduction further than this 
would be questionable economically and morally. To meet the requirements of 
normal consumption restrictions upon production are modified, as in the case 
of the 1935 wheat program. 


On the other hand, to remove all restrictions would doubtless send farm 
prices into another nose dive, seriously threaten the farmer and the nation 
again. A return to normal wheat crops would mean that a surplus would build 
up again and the price would drop. The farmer would lose the gains he has made. 
The same is true of most farm products. 


Furthermore, the farmer cannot escape agricultural adjustment even if 
the AAA progrems should be discontinued. He would be forced to return to the 
agricultural adjustment of 1932. Such adjustment will work the problem out in 
the long run if the farmer and the nation are willing to pay the cost. Letting 
matters run their course through deflation would eventually bring agriculture 
and industry into some kind of balance again but it would prolong the depression, 
leave many farmers destitute, and weaken all of them. 


The present agricultural adjustment is of a very mild sort. It does not 
aim to bring the millenium, nor to cure all ills at one stroke.) (in the course 
of a few years, however, it should put farmers on their feet, get them used to 
cooperating, to do together what they cannot do as individuals, end start agri- 
culture on a sound long-time land use program. 


As matters now stand in 1935, farmers can hold their gains by continued 
cooperation with each other in agricultural adjustment programs, but for further 
improvements in their income they must wait for industrial recovery. The next 
move is up to industry, whose magnificent plow-up helped put the farmer to rout. 


seal a 
oy an 


yy A 
cha 
‘ 


re pi 
t i Ne vs sag i 

tel tt i) 5 oatmas me mtiriyy: ia ady wotpiod wg 
asc oat Spade Caneuaea 


eri ie J cee 


atten |. 2 main at aa 


